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On Sept. 14, the Council of Ministers modified rules governing debt-equity swaps. In the past,
debt swap transactions were channeled to agriculture, pulp and paper, tourism, petrochemicals,
aluminum, mining, and metallurgy enterprises, as well as subsidized public housing. The new
listing consists of construction, bridge maintenance and administration, ports and railways,
environmental conservation and irrigation, overland and river transport, rural roads and road
maintenance. The construction category encompasses building marketplaces, schools and hospitals.
Debt-equity swaps comprise one of five options included in the government's 1990 agreement
with foreign commercial banks on restructuring US$20 billion in debt. Under the swap option, US
$3 billion are to be converted into equity over a five-year period, at the rate of US$600 million per
year. Other rules governing the swaps specify that buyers of debt paper receive equity worth 20%
more than the secondary market price on the instrument 10 days prior to debt conversion. When the
price surpasses 83.3% of face value, the 20% increment is dropped. (Sources: Chinese news service
Xinhua, Notimex, 09/15/92)
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